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MEMORANDUM OF UNDERSTANDING BETWEEN
COMMDITY CREDIT CORPORATION AND
FARMERS HOME ADMINISTRATION

IT IS HEREBY AGREED by and between the Farmers Home Administration
(hereinafter referred as “FHA") and the Commodity Credit Corporation
(hereinafter referred to as "CCC") that the following procedure will be
observed in those cases where producers sell to CCC or pledge to CCC as
loan collateral under the Price Support Program, agricultural commodities
such as, but not limited to, cotton, tobacco, peanuts, rice, soybeans,
grains, on which FHA holds a prior lien and the proceeds from such sales
or loans are not remitted to FHA for application against the loan(s) secured
by such lien:

1. When an FHA County Supervisor learns that an FHA borrower has
obtained a loan from CCC on a commodity or sold a commodity to CCC under
such circumstances, he shall immediately notify his State Director. The
State Director, immediately upon receipt of the notice, shall furnish
CCC (see Appendix 1) with the name and address of such borrower, the county
of his location at the time the commodity was placed under loan or sold,
and the amount of the FHA loan secured by the lien.

2. When CCC receives such a notice from FHA, CCC shall take steps
to prevent the making of any further loans on or purchases of the commodity
of the borrower. If the CCC loan is still outstanding and CCC calls the
loan, CCC shall notify the FHA State Director of the demand.

3. If the CCC loan is repaid, whether prior to or after the receipt
by CCC of the notice from FHA, the FHA State Director shall be notified
immediately, at which time CCC will have discharged its responsibility unde:
this agreement.

4, FHA shall, in each case in which the CCC loan is not repaid
or the commodity has been sold to CCC, endeavor to collect from the borrower
the amount due on the FHA loan. Such collection efforts shall include
the making of demand on the borrower and the following of FHA's normal
administrative policies with respect to the collection of debts, but shall
not include the making of demand for payment upon the area peanut producer
cooperative marketing associations through which CCC makes price support
available to producers. If collection efforts are not successful, the FHA
County Supervisor shall make a complete report on the matter to his State
Director. If the State Director determines that the amount due on the FHA
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lien is not collectable by administrative action, he shall refer the matter
to the appropriate local office of the General Counsel, with a full statement
of the facts, for a determination of the validity of the FHA lien. If it

is determined by the General Counsel's Office that FHA holds a valid prior
lien on the commodity, the State Director shall furnish CCC with a copy

of such determination, together with all other pertinent information, and
shall request payment to FHA of the lesser of (1) the amount due on its
loan, or (2) the value of the commodity at the time the CCC loan or purchase
was made (based on the market value of the commodity on the local market
nearest to the place where the commodity was stored). The information to

be furnished CCC shall include (a) the principal balance plus interest due
FHA on the date of the request, (b) the amount due on the FHA loan at

the time the CCC loan or purchase was made, and (c) the amount of the CCC
loan or purchase proceeds, if any, applied by the producer against the FHA
loan. FHA shall continue to make collection efforts and shall notify CCC

of any amount collected from the producer or any other party.

5. Upon receipt of evidence, including a copy of the determination
of the Office of the General Counsel, from the State Director of FHA that
the proceeds from the CCC loan or purchase have not been received by FHA
from the borrower, and that collection cannot be made by FHA, CCC will if
the CCC loan has not been repaid or if CCC has purchased the commodity,
pay FHA the amount specified in paragraph 4 above or deliver the commodity
(or warehouse receipts representing the commodity) to FHA: Provided, That
if CCC has any information indicating that collection may be made by FHA
from the borrower or any other party, it may notify FHA and delay payment
pending additional colléction efforts by FHA,

6. It is the desire of both FHA and CCC that claims to be processed
under this agreement receive prompt attention by both parties and be disposed
of as soon as possible. Instructions for the implementation of these procedures
at the field office level will be developed and issued by the Washington
offices of FHA and CCC.

7. Any question with regard to the handling of any claim hereunder
shall be reported by the applicable ASCS office to ASCS in Washington and
by the FHA State Director to the National Office of FHA.

This Memorandum of Understanding supersedes the agreement entered into between
FmHA and CCC on November 5, 1951.

Entered into as of this 29th day of May , 1973.
FARMERS HOME ADMINISTRATION COMMODITY CREDIT CORPORATION
BY s/ Frank B. Elliott BY s/ Kenneth E. Frick

Title Acting Administrator Title Executive-Vice President
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FURNISHING NOTICE OR INFORMATION
COMMODITY CRED:ng CORPORATION
Commodity Direct to
Cotton Prairie Village, Kansas, ASCS
Commodity Office
Tobacco Applicable tobacco association
Peanuts Applicable peanut association
All other commodities Applicable State ASCS office
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MEMORANDUM OF UNDERSTANDING BETWEEN
FARMERS HOME ADMINISTRATION AND COMMODITY CREDIT CORPORATION

ROTATION OF GRAIN CROPS

Under the Commodity Credit Corporation (CCC) Farmer-Owned Grain Reserve Program, a
producer may request to rotate or exchange new crop grain for the original crop
grain that is in the Farmer-Owned Grain Reserve Program and already encumbered by
CCC. The Farmers Home Administration (FmHA) may have subordinated their first lien
vosition to CCC on the original grain placed in reserve and/or may have a first
lien on the new crop. FmHA and CCC desire to devise a mechanism whereby the CCC
can relinquish its first lien position on the original grain reserve crop to FmHA
and in turn the FmHA can relinguish its first lien position to CCC on the replace-

ment grain reserve crop.

Now, therefore, it is agreed as follows:

(1} VUpor receipt of a memorandum from an Agriculture Stazbilization and Con-
servation Service (ASCS) County Executive Director or other designated
county office official requesting the rotation of a grain reserve crop
for a producer borrower(s), the FmHA County Supervisor and the ASCS
county office official will jointly indicate approval or rejcction of
the request on the bottom of the original and a copy of the memorandum
(Approval Memorandum) as follows:

"We hereby agree to and authorize the rotation of the subject pro-
ducer's grain crops in accordance with the provisions of the Mem-
orandum cf Understanding between Farmers Home Administration and

Commodity Credit Corporation dated

FmHA

ASCS
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(2)

(3)

(4)

In the memorandum, ASCS will include the name(s) of the producer(s)
desiring to rotate the grain crops, the approximate number of bushels
being rotated, the type of crop, years' crop being rotated and the
location of the original grain reserve crop (approximate land and

facility description).

Upon execution of the Approval Memorandum by both ASCS and FmHA, the
security interest of FmHA in the new crop grain shall be subordinated
to the security interest of CCC in such grain and the security interest
of CCC in the original crop grain shall be subordinated to the security
interest of FmHA in such grain. At that point in time it will be the
responsibility of each agency and the borrower to account for their re-
spective interests in the grain crops and/or proceeds from the sale of
the grain. The crop rotation and subordination of liens will only in-
volve the amount of grain that has been specifically provided for in the

memorandum from ASCS.

If there is an intervening third party lien and it is impossible for
FmHA or CCC to have a first lien on their respective grain crops, the

request of the producer to rotate crops will not be granted.

Nothing contained in this Memorandum of Understanding shall be construed
to affect the rights and obligaticns of the parties except as specifical-

ly provided herein.

This agreement may be terminated by either party on 30 days written

notice to the other party.

Lges oot R f

(date) Executive Vice President, CCC
10 JUN @ . |
0 1981 eein S5 . Colb b,
(date) ';E;Eaiadmiﬁgétrator, FmHA
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